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THE PURPOSE THIS BOOK present the issues Federal tax policy 
nontechnical terms and recommend program for reform. With 
continuing high level taxation, important have tax system 
which fair and simple possible and which imposes minimum 
restraints economic growth. Our present tax system conspicuously 
bad these standards. 

Specific items tax reform may involve either increases decreases 
revenue. view the need for government funds, realistic plan 
for tax reform should essentially self-financing; the gains should sub- 
stantially balance the losses revenue. Taxes, themselves, are 
generally bad because they tend discourage economic activity and 
investment. They also divert attention away from productive effort 
maneuvers save taxes rather than acquire income. per 
cent income tax rate, useful individual save $1,000 
taxes make $10,000 income. High taxes also lead complicated 
tax laws and deterioration tax morality. 

Although taxes are bad themselves, they become acceptable the 
only available way financing the basic governmental process which 
necessary and the supplemental government services which may very 
good. But our tax structure many respects bad. Many critics our 
society advocate new and ever-larger government functions and outlays 
the cure for most problems. Such undiscriminating advocacy 
spending irresponsible ignoring the damage which likely 
inflicted ever-higher taxes required pay for the enlarged scope 
government activity. And fundamentally wrong the assumption 
that larger government expenditures automatically make 
society. 

the decisions concerning government expenditures move further 
and further away from the people concerned, and the connection 
between expenditures and taxes becomes more and more tenuous, the 
chance for rational decisions even true consensus opinion be- 
comes less likely. striking balance between the bad effects taxa- 
tion and the good effects wise government expenditures, the standard 
must not based solely materialistic terms. 

tax system should fair possible, simple and certain 
possible, and impose minimum restraints economic growth, the 
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same time fostering maximum economic stability. There conflict 
among these objectives. simple tax system may not regarded fair, 
and provisions the law intended facilitate economic development 
may criticized being too complicated unfair. Conflicts may 
also arise between the economic objective minimum restraint 
growth and the other two objectives simplicity and fairness. Not only 
are there conflicts among the criteria tax policy, but neither the ob- 
jective fairness nor that minimum restraint economic growth 
clear and unambiguous itself. What may seem fair one person will 
seem grossly unfair another. 

The concept diminishing utility income the theoretical basis 
for distributing the tax burden accordance with the so-called ability- 
to-pay principle, but this point there are least two alternative 
standards which have been advocated providing the fairest distribu- 
tion the total tax burden. Both aggregate sacrifice” and 
“equal marginal sacrifice” have their advocates. The former means 
that the total burden taxation should distributed that the total 
sacrifice involved minimum for the population whole. one 
accepts the proposition that additional amounts income represent less 
and less utility, then the amount which the largest income 
country exceeds the second largest income the income with the least 
utility and hence should taxed away before any the second largest 
income taxed. marginal means that the total burden 
taxation distributed that the last increment taxation for each 
person has the same burden. Everyone will pay some tax. 

But here sufficient recognize that the differences tastes among 
people and irregular decreases the utility successive increments 
income for any one person make any assurance about measurements 
the “ability” pay taxes impossible. And are left the play 
political pressures and prejudices the distribution the tax burden. 

The basic income tax rate, not the progressive element, has inevitably 
come provide well over per cent the total yield the individual 
income tax. Though the income tax still the source progression 
our tax system, the total revenue demands have become great that the 
progressive element, extreme though is, very minor importance 
terms the entire tax yield. Practical reform should directed 
make progression more rational, curb its excesses, and prevent the 
unfair escape some categories income from it. 

The benefit principle taxation altogether different from the 
ability principle. The policy tying particular expenditures partic 
ular sources revenue generally undesirable because may lead 
misallocation total resources, changes the designated revenues 
will not likely correspond desired changes the associated ex- 
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penditure program. But when there clear case particular benefit, 
ready source revenue related use, and opportunity relieve 
the already overburdened general revenue from charge that likely 
rise substantially over the years, the advantages taxation the 
benefit principle are overwhelming. 

Just excessive wage increases either lead inflation price 
product and the labor producing out the market, tax policies which 
unduly emphasize consumer buying power will ignore the incentives 
necessary for the effective management and the capital investment which 
are essential for increasing productivity and higher real wages. The fact 
that there unutilized capacity not valid reason for urging that 
consumer income alone needs bolstering. 

The possibility redirection effort and investment differential 
tax rates, even the point actually increasing the total activity 
some areas large differentials, tempting both lobbyists for special 
interests and legislators policy officials the executive branch 
the government concerned with fostering certain parts the national 
economy. The temptation should resisted except the most extreme 
situations. Every differential rate special deduction granted becomes 
precedent for others, with progressive reduction the tax base and 
ever-higher rates necessary “ordinary” sources income secure 
the necessary total revenue. 

Taxes and expenditures not have balance. There are, 
however, differences opinion about the extent latitude which may 
permitted periods economic recession. the middle 1930s, 
new ideas had been advanced rationalize the continuing deficits 
the depression period. The ultimate rationalization came the concept 
the mature stagnant economy the economic fallacy which has 
been responsible for more unsound policies than any other during the 
past generation. 

The theory “compensatory fiscal policy” received wide attention 
the decade following the end the war. brief, advocated budget 
surpluses boom times and deficits recessions. This sort tax 
system likely place undue emphasis progressive aspects the 
income tax which especially bad from the standpoint economic 
development. Even more immediately, large reduction tax receipts 
ina recession likely mean that the deficit created thereby will too 
large and continue too long into the subsequent recovery period. The 
experience 1958-1959 demonstrated this unmistakably. deficit 
over billion dollars, the major part which arose from decline 
receipts, made many the proponents compensatory fiscal policy 
realize that can carried too far. 

The proper role tax and budget policy counteract recession may 


Among other chapters 
Professor Smith’s book are: 
The Individual Income Tax; 
Deductions for Individuals; 
Capital Gains and Losses; 


Depreciation; Corporate Income 
Taxation, Taxation Foreign 


Income; Estates and Trusts. 
The concluding section the 


book contains summaries the 


various tax reform “packages” 
previously discussed 
detail.—Ed. 
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summarized briefly. During recession tax receipts inevitably decline, 
regardless the structure the tax system. budget balanced 
shows modest surplus prior recession, will thus show deficit 
economic activity declines. balance can restored only 
creasing taxes reducing expenditures. Neither these actions ap- 
pears desirable time recession because either one would 
tend still further reduce the total flow spending the economy, 
Thus some deficit spending appears inevitable time recession. 

kept within limits and promptly stopped during the subsequent 
recovery and expansion, deficit may corrective factor period 
economic slack. However, tax structure designed give maximum 
fluctuation tax receipts likely especially repressive long- 
term growth. Moreover, too ready acceptance deficits and conscious 
actions increase them voluntarily are likely produce deficits large 
that they will not promptly wiped out during recovery periods. And 
continued deficits will add the other inflationary pressures which may 
inherent our economic system. Deficits have symbolic danger 
even greater than their direct fiscal impact. They can undermine con- 
fidence and jeopardize nation’s currency and, with it, nation’s 
financial and social system. 


THE END the the International Monetary Fund was boldly 
assuming responsibility variety fields, wherein virtually one 
was disposed challenge its competence question its mastery 
technique. What are these fields? think that may reasonably sub- 
sume most them under the following three headings. 

(1) Provision short-term finance and technical assistance 
economically backward countries, facilitate the sound develop- 
ment their monetary institutions and the adoption policies favour- 
able economic development. 

(2) Support the system multilateral settlement which Professor 
Triffin has labelled “convertibility 1959.” 

(3) Collaboration with the Contracting Parties the General 
Agreement Tariffs and Trade (G.A.T.T.) the dismantling 
restrictions international payments and trade, and the formulation 
and enforcement appropriate “rules the game” minimise the ill 
effects such restrictions survive the dismantling process. 

recent years the Fund’s financial assistance under-developed 
countries has typically been only one element comprehensive sta- 
bilization scheme, incorporating fiscal reform, banking reform, the aboli- 
tion the simplification exchange controls and multiple currency 
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practices, and any other measures necessary check inflation and 
restore confidence the member’s currency. The Fund’s contribution 
stabilization schemes has typically included not only financial but 
also technical assistance, such special technical missions sent under- 
developed member countries, and Trainee Programme for the inter- 
pretation monetary and economic data. 

Following the British convertibility crisis August 1947 most the 
Fund’s members put aside for the time being all idea second attempt 
re-establish multilateral settlement world-wide basis and turned 
instead existing hoc regional arrangements such the sterling 
area, the Intra-European Payments Schemes and the European Pay- 
ments Union (E.P.U.). The post-war equilibria proved severe 
and intractable, thereby inordinately delaying the resumption world- 
wide multilateralism, and during this long period the Fund seemed 
content sit its considerable hoard specie and exchange, waiting 
for the golden age when the world would fit for the Fund operate 
in. This period was obviously bad both for the Fund’s goodwill and for 
its morale. 

due course, December 1958, the new order things inter- 
national monetary affairs received official recognition the formal 
resumption non-resident convertibility all the major countries 
Western Europe. consequence the E.P.U. was wound up, and 
though the sterling area remains existence, steadily reverting 
its pre-war state, which was loose and informal grouping, neither ex- 
clusive nor discriminatory. 

the result these developments, the world now operating 
monetary regime more less the lines the one which was estab- 
lished the late 1920’s, only collapse 1931. “convertibility 
going prove more stable structure, must share Professor 
Triffin’s fears another 1931”? The dangers are clear 
enough: the present regime essentially gold exchange standard 
which already, historical standards, fairly highly geared (i.e. with 
fairly high ratio exchange gold official reserves), yet the gold 
foundation which the edifice has been erected cannot increase 
more than about two per cent per annum rate considerably less than 
the annual rate increase the volume international trade that 
one may reasonably expect under conditions continuing economic 
progress and prosperity. Thus what have fear either that our 
gold standard becomes progressively more and more highly geared even 
compared with what present that the growth international 
trade will eventually retarded shortage international liquidity. 

conclusion that the present gold exchange standard, 
permitted continue existence, liable become increasingly 
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unstable structure, whose viability will become increasingly dependent 
the support which can afforded international institutions, par- 
ticularly the I.M.F. The support which the Fund can afford the gold 
standard not limited financial operations, for offers members 
the facilities club where they can explain their actions and in- 
tentions, lodge complaints, negotiate informal understandings, and 
coordinate their monetary policies. Lastly, the Fund shares with 
G.A.T.T. the job supervising, and wherever possible removing, artifi- 
cial barriers international trade and payments task which vital 
the viability the gold standard and indeed any regime 
multilateral settlement. 

The passage time, the growth goodwill, and the practice com- 
mon sense have served mitigate least some the apparent short- 
comings the Fund and G.A.T.T. Agreements: The “transitional” 
period has been permitted continue far beyond the period post-war 
disequilibrium for which alone was presumably intended, thereby 
condoning many lapses from unattainable perfection; the annual 
consultations under Article XIV the Fund Agreement have created 
atmosphere mutual respect and accommodation between the mem- 
ber countries and the Fund secretariat and among the member countries 
themselves; the willingness members acknowledge the authority 
the Fund matters exchange restrictions has been enhanced the 
extent that the Fund has been prepared undertake financial trans- 
actions. 

for the Fund’s future activities: 

(1) Regarding assistance under-developed countries, the only 
danger that such countries should come adopt the practice 
irresponsibly accepting Fund finance without taking reasonable steps 
ensure that will short term facto well jure. Otherwise 
believe that all members the Fund, and especially the United States, 
will want the Fund press with its work this field, even the 
point consenting further increases quotas, whenever this proves 
necessary. The potential scope the work immense, and only 
the Fund seems capable undertaking it. 

(2) The lesson which draw from the Suez crisis that the gold 
exchange standard today viable only with the Fund’s support, 
which further believe will become more and more vital the future, 
long the gold exchange standard remains existence its present 
form. the present regime were replaced something the 
lines the Triffin Plan, then some measure institutional change 
would called for, since there would then need for inter- 
national body with the essential attributes central banker’s central 
bank. But the Triffin Plan were adopted world-wide, and 


not simply regional, basis, the Fund obviously eligible candidate 
for the prescribed role. 

Responsibility the future for dealing with restrictions 
international payments and trade likely rest squarely the Fund 
and G.A.T.T., except the extent that they have share this responsi- 
bility with new regional organizations like the E.E.C. and E.F.T.A. 


AMERICAN SOCIETY, like the great vital societies the past, was created 
and maintained the belief the universal validity objective 
standards. The standards themselves were the human formulation 
the objective nature things, and irrelevant this discussion 
whether theological secular terms were used formulate them. 
brief, society was believed embedded in, and guided by, self- 
evident truths, rational and moral, from which society derived whatever 
truth was found its thought and action. 

Regardless one’s view the merits this conception society, 
emphatically not the conception that prevails America today. 
the prevailing view social life, nothing precedes and transcends 
society; whatever exists the social sphere has been created society 
itself, and the standards which abides are also its own. This view 
social life can have room for self-evident truths for objective 
standards universal validity. must limit itself stating empirically 
that particular time and particular place certain people appear 
believe that certain statements are true and certain moral standards 
ought complied with. Reliance upon common sense that the 
rational and moral manifestation common human nature ex- 
periencing common world makes way for unrestricted relativism. 
Man-in-the-mass, the majority men given society given 
time, becomes the measure all things, and what the majority wants 
good because wants it. 

society conceived find the standards for its thought and 
action only within itself becomes the sovereign arbiter all things 
human. The objective criteria excellence through which civilized 
man has learned distinguish work art from trash, scholarship 
from pretentious sophistication, statesman from demagogue, great- 
ness from mediocrity those vital distinctions are blurred not ob- 
literated the self-sufficient preferences the crowd. 

The blurring qualitative differences, accomplished the reduction 
the objective standards excellence the test social acceptability, 
results lowering the quality actual performance all fields 
individual and collective endeavor. The aspiration satisfy objective 
standards strains the limits the capabilities men and nations and 
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brings out the best them. Their greatness measured the distance 
between their aspirations and their achievement, and their reward 
excellence. 

Instead exhausting the potentialities his nature the endeay- 
achieve what appears important, man applies the law the 
conservation energy his work summoning the least effort 
necessary satisfy the demands social acceptability. With these 
demands reigning supreme, slovenly work, the cutting corners, and 
cheating become prudential techniques through which social approval 
can secured. Few are fired for lack competence, and many for lack 
social acceptability ideas, work, manners. 

Not only the quality work thus lowered, but the social function 
work altered. Since work longer oriented toward objective and 
transcendent standards from which once received its meaning, the 
dynamic distinctions and controversies that once pushed forward 
toward ever new achievements also tend disappear. Facts and figures 
and their symbols, particular, become the socially acceptable sub- 
stitute for the qualitative distinctions that have lost their meaning. 

scholarship, for instance, substantive controversy, the life blood 
creative renewal here politics, becomes not only meaning- 
less but also suspect. Dissent not refuted confirmed ob- 
jective rational grounds inherent the subject matter controversy; 
absorption, indifference. 

The other consequence the decline objective standards ex- 
cellence makes certain activities impossible altogether. their genuine 
manifestations religion, philosophy, tragedy, and humor require ob- 
jective position outside society. They require objective standards 
through which society can understood, judged, and given meaning. 
When such standards are lacking are weakened the point where 
they longer provide plausible guidance for thought and action, those 
great manifestations human activity change their function and their 
very nature. Society, having become the be-all and end-all, draws them 
into its vortex and either uses them for its own perpetuation else, 
far cannot use them, makes impossible for them exist. 

The sterility society finds its natural counterpart the atrophy 
the individual capacity for self-fulfillment. The vision human 
perfection, which carries man beyond the limits his nature and makes 
him the impossible and unforeseen, blotted out the utilitarian 
picture society whose members not deviate too much from one 
another. Men who could great find satisfaction being useful with- 
out being obtrusive. consequence, the very idea excellence dis- 
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credited, and the individual faculty aspiring and achieving 
withers from lack use. 

subordinating excellence social acceptability, American society 
renounces the achievements through which excellence revealed and 
compels itself live the accumulated achievements the past. 
exchanges the risks and rewards creative change for the stability 


the status quo. society can like this forever without decay 
following stagnation. 


Comment the editor: especially agree with Mr. Morgenthau when 
states that there the tendency meet dissent and criticism 
grounds other than those objectivity and rationality. Instead, the 
common recourse seems discredit opponent’s motives and 
rely emotion rather than logic. also strongly agree when Mr. 
Morgenthau refers the prevalence “unrestricted relativism” 
today’s society. me, there direct relation between this character- 
istic and the frequent lack logic current controversies. 

Relativism is, course,a theory which would make all truth depend- 
ent and variable with time, place, age, person, environment etc. 
unfortunate that relativism has gained following, for the theory 
really absurd the strict sense the word, i.e., relativism denies im- 
plicitly what affirms explicitly. The theory affirms explicitly that all 
truths change with time, place, etc.; but implicitly claims that this one 
statement itself unchangeable and absolutely true. 
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WITHIN THE STRUCTURE American management there are elements 
numerous philosophies. However, the public avowals business 
leaders, the policy statements American firms, and the writings 
those who concern themselves with management science provide com- 
mon thread ideas which embody contemporary American manage- 
ment philosophy. This philosophy comprised system attitudes, 
approaches, precepts, broad guide lines, principles and values refer- 
ence which the American businessman deals with business problems. 

The U.S. today occupies the place eminence the world inter- 
national enterprise which Britain occupied 1913. But whereas the 
British export was largely financial, the American export also techno- 
logical, entrepreneurial, and particularly managerial. Whereas the 
British investor was the wealthy English individual, the U.S. invest- 
abroad today the large American business enterprise. The export 
package including equipment, funds, international market 
tions, and technological and managerial know-how small replica 
the stateside enterprise. The managers who accompany this package 
abroad are professional American managers, products the U.S. cul- 
ture, imbued with the American managerial philosophy, and dedicated 
their parent firm’s particular set policies and standards. 

The contrasts the American manager’s decision-making environ- 
ment abroad readily fall into two categories: (1) those which arise out 
the contrasting state economic development chiefly the state 
industrialization the country, and (2) those which can attributed 
the culture the country. definition, the underdeveloped and 
developing nations present contrasting physical-facilitative environ- 
ment within which the overseas manager must operate. There results 
what may termed mechanical problems for the overseas operation. 

There initially the task deciding the nature and scope the 
operations, task made difficult because general lack basic 
economic information which both timely and reliable. Market re- 
search services are lacking. Anticipating the promotion and distribution 
the product, the American manager will learn that conventional 
appeals, channels communication and distribution, are different. 
Once the decision operate abroad given scale made, the next 
question one providing the product. can imported, which 
case the manager may face staggering red tape, documentation, petty 


bribery, and most frequently, the disinclination the host government 
allow encourage importation finished products into the country. 

If, the other hand, the decision made set physical plant 
facilities, other contrasts are faced. Building materials, methods, and 
specifications will differ. increasing degree, Americans are using 
equipment which not U.S. design and manufacture because 
unfavorable cost and tariff structures which exist between the U.S. and 
the host country. 

The maintenance the plant and equipment presents major prob- 
lem operating managers. Workers are not maintenance minded and 
typically lack awareness the value equipment. Also, staffing the 
manufacturing operation further study contrasts. The labor 
market cannot supply the variety specialized skills needed for opera- 
tions and administration. The labor force relatively unskilled, im- 
mobile, and not always susceptible motivations which American 
managers employ. The relationships between worker and manager may 
carried within labor organization which reality agency 
the federal government. Not only might wages and working con- 
ditions prescribed law, but measures insure the security 
workers far beyond those known Americans. 

all contrasts, perhaps the legal-financial setting the sharpest. 
Here the American most aware that operating foreign 
country. will tend find the money market poorly developed 
regular source funds. This becomes important wherever the local 
government imposes limits the amount outside capital which may 
brought in, where there are provisions that given percentage 
the total capitalization shall held nationals the host country. 
Assuming the prevalent condition inflation, there little incentive 
defer consumption and save order make funds available for long 
term investment. 

Most capital markets the developing economies sharply limit their 
operations geographically and not provide the information serv- 
ices which the American business man accustomed. Consequently 
the American will either attempt bring funds from the parent 
company which will subject local government regulation, 
will solicit funds from individuals the government the host 
country. 

The legal framework the host country poses further contrast. In- 
cluded are widely differing laws incorporation and liability, em- 
ployer-employee relations, workers’ compensation and indemnification, 
income tax and accounting procedures well the multiple rulings 
the quasi-legislative-executive agencies the federal and local govern- 
ments. 
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The under-developed nations the world have common many 
economic, cultural and political characteristics which stand contrast 
U.S. society. Most these nations have little tradition personal 
freedom Americans and they strive for today far less than they 
strive for desirable national attributes such economic well-being, 
social order, prestige, and power. frequently suggested that the 
economies these nations are comparable that the U.S. seventy- 
five years ago. Their productive wealth the hands the aristocratic 
few, who feel little obligation the way public service. These same 
aristocratic owners tend the political leaders their countries, 
own the newspapers and radio broadcasting systems, and molders 
not makers public opinion. They view truly free market with 
suspicion. These nations tend afflicted with reluctance cooper- 
ate; there wanting network compatible, cooperating institutions 
which serve unify social activities and provide the economic frame- 
work within which the talents and energies the entrepreneur can 
challenged and utilized for the benefit all. There lesser disposition 
respect the law, conform the rules the interests order, 
progress, and efficiency. 

There difference temperament. Distrust, relatively, seems 
national heritage. Americans tend organize and conduct their lives 
society the assumption that most people can trusted. Abroad, 
distrust particularly manifest towards strangers and those who are 
not the social elite. This helps explain the foreign national’s prefer- 
ence for doing business with those whom knows intimate friends. 
Factors such terms, quality, service, and price tend cast aside 
favor personal contacts when important dealings are made. This 
same preference for intricate, individual, and personal relationships 
accounts for the fact that political parties are thought and dealt with 
not institutions but terms the identity their strong authoritar- 
ian leaders. not the party, the business organization, the educational 
institution, the foundation the government which one owes al- 
legiance, but rather the personality the leader. 

The science management has reached its highest state develop- 
ment the U.S., and for this knowledge, this know-how, that 
American management most highly respected abroad. Transferred 
abroad, this know-how first viewed with skepticism. Foreign national 
employees and partners are slow respond and understand the Ameri- 
can scientific approach management problems. That aspect 
management which lacks universality has with interpersonal 
relationships, including those between management and workers, man- 
agement and suppliers, management and the customer, the community, 
competition and government. 
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complete philosophy management involves all managerial re- 
lationships and based broad and fundamental tenets. Yet the com- 
plete managerial philosophy also depends for its identity the way 
which these tenets are applied the solution business problems. 
The successful manager something politician. must adapt 
his environment. American management experience abroad provides 
evidence that our uniquely American philosophy management not 
universally applicable but rather special case. For American enter- 
prise and American management, recognizing this fact important. 


HAS BEEN EMPHASISED repeatedly official circles that the Seven 
are eager treat with the Six. There has also been much speculation 
the measure agreements supposedly reached modified European 
customs union separate discussions between the British, German 
and French experts. All this has added momentum the rumours 
impending solution the rift Western Europe. 

The possible ways resolving the problem economic relations 
Western Europe were recently examined P.E.P. [Political and 
Economic Planning] Occasional Paper Miriam Camps. This paper 
crystallizes into four distinctive approaches numerous suggestions ad- 
vanced promote greater economic cooperation within Western 
Europe. 

Mrs. Camps points out that there are those who believe that the 
“single European market still viable albeit the guise 
modified customs union. This would involve the abolition existing 
British preferences Commonwealth countries and would raise the 
contentious issue Commonwealth preferences for primary produce 
and certain manufactures the U.K. There is, however, indication 
that, even Britain accepted the major principle tariff harmonisation 
industrial materials and goods, the Six would prepared concede 
special treatment for Commonwealth produce. 

The P.E.P. paper reiterates most the old objections raised con- 
nection with the original Free Trade Area which would apply equally 
any “modified” customs union. Certainly the difficulties coordi- 
nating the internal and external policies modified customs union, 
together with the rooted prejudices and objections any relative 
matter how distant the ill-fated Free Trade Area, are bound 
reduce the chances such solution being adopted. 

There little likelihood, Mrs. Camps points out, that the new 
which replace the O.E.E.C., will provide means 
drawing the Six and the Seven together. best might serve prevent 
too wide rift developing should prove impossible negotiate 
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satisfactory form liaison. 

third approach the European problem which P.E.P. examines 
the possibility major multilateral tariff reductions within the 
work G.A.T.T. has been suggested that this would meet the 
mercial problems posed the split into two trading groups and would 
solution acceptable third countries since would minimise the 
degree discrimination against them. fundamental objection that 
the integration and rationalisation the economies the Six and the 
development single fully competitive mass market will place 
community producers such strong position that they would stand 
gain most any multilateral tariff concessions arranged within 
G.A.T.T. General freeing world trade, whilst beneficial overall, not 
likely benefit individual producers within the Seven elsewhere 
save perhaps the United States the same degree producers within 
the Community. 

P.E.P. discusses the obvious approach Britain joining the Common 
Market. The need ensure negotiated entry and the full acceptance 
the goals and methods the Rome Treaty are emphasised. However, 
also suggested that Britain might need contract out temporarily 
the common agricultural system. Further, the use quotas secure 
Commonwealth entry into the U.K. market and the eventual compen- 
sation certain Commonwealth countries for their loss preferences 
the U.K. was suggested. 

solution feasible Western Europe without the active support 
the Six and France particular, indeed P.E.P. points out. 
deciding whether the probability the adoption any the possible 
solutions suggested Mrs. Camps’ paper, many other people, 
greater today than previously, only two criteria need considered. 
Firstly, has any basic change taken place the French attitude the 
problem and, secondly, Britain better position than 1958 
negotiate European settlement? The overwhelming consensus 
opinion suggests that there has been basic change France’s attitude. 
the other hand, would appear that Britain better negotiating 
position than 1958 because her changed views the adoption 
common external tariff. Nevertheless, the issues agriculture and Com- 
monwealth Preference remain and these has been added the compar- 
able complex problem reconciling E.F.T.A. obligations. 

Outside Western Europe accepted many circles that the only 
possible solution for Britain join the Common Market. However, 
little stock put over-sophisticated procedures designed achieve 
this. The balance negotiating strength seen with the Six who 
have always favoured the full and complete acceptance the terms 
the Rome Treaty the basic criterion full participation the E.E.C. 


THIS MAY INTEREST YOU 


Editor 


Although discussed some length last month marketing speech 
Charles Mortimer, chairman General Foods Corporation, there are 
few additional points that merit consideration. Taking cognizance 
current school thought, Mr. Mortimer referred those who 
have been charging that business guilty creating wants. The 
General Foods chairman replied such criticism freely admitting 
that business creates wants through marketing procedures, but there 
nothing guilty about. After all, declared, the 
acceptance many things which today consider rather essential 
largely due this want-creation aspect marketing. 
observed, "Certainly aggressive promotion makes people want, but 
also helps them get." 

Mr. Mortimer expanded this subject referring those who 
charge that advertising stampedes consumers into buying what are not 
"true pointed out that history demonstrates that people 
are reluctant try the new consumers are hardly stampeded, the 
critics claim. Also, just who determine what "true need" 
and what not? Tome, this question posed Mr. Mortimer seems 
especially relevant, for have never heard those who complain about 
the "waste" our economy, about the extravagant amount money 
Americans spend "fun," the like, specifically detail the 
proposals that would remedy the situation. Were they so, the 
critics would have ask themselves the question who 
determine what "true need" is. And were the critics face this 
question squarely, their answer would have terms highly 


: 
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regimented economy, which would severely curtail consumer choice and 
which would probably have much, not more, than the 
case present. 

Towards the end his address, Mr. Mortimer agreed with the view 
that the economy middle period between the forces that have 
spent themselves, which were originally generated the war, and the 
development new impetus carry the economy forward. And 
here, concluded, that marketing, potential component this 
new impetus, becomes important not only business but also the 
nation whole. 

the question and answer period that followed, someone asked 
Mortimer whether modern marketing methods, catering unceasingly 
the consumer's penchant for convenience and ease, has not also 
conditioned the consumer lazily accept the intellectual 
sphere easy, packaged opinions that reads hears. And not 
this disservice society? Unfortunately, the question was passed 
belonging the realm philosophy rather than the realm 
business. not say "unfortunately" because believe that 
particular question one the more crucial ones the century, 
but because other questions, more vital nature, are being asked 
the corporate community, and those queries require that business 
answer philosophic terms. Such answers have not been forthcoming 
with sufficient frequency, and believe that important that 
this corrected. 

Perhaps what driving will clearer cite four 
paragraphs from abstract printed last July Richard 
book, The Meaning Modern Business (Columbia University Press): 

philosophy the corporation will have two distinguishable 
elements. One will descriptive, malytical, predicative, and 
that will involve ethical evaluation. The 
other will normative, evaluative, and prescriptive that will 
assert and defend canons right conduct and preferred goals for the 

"Today's growing literature relations' business attests 
the weightiness this problem problem, quite aside 
from the issue efficient management. When large organizations 
begin assume vast claims authority control people's lives 
within and outside these great organizations the old American 


4 


suspicion authority begins assert itself. One result the 
demand for justification for such authority, for limitations upon its 
exercise, for mechanisms enforce responsibility the part 
authority 

"The search for philosophy business search for workable 
principles the business world that will maintain the necessary 
autonomy the entrepreneurial unit accordance with classical 
concepts economic theory and pay prudent attention the necessary 
and sufficient social conditions for guarding this autonomy. But this 
not enough. High-minded regard for the basic rights one's 
fellow human beings also necessary ingredient. 

"Whether corporate leaders tomorrow will measure standard 
greatness depends not alone upon their own measure their 
obligations. quite much upon tenable concept the 
corporation widely and earnestly upheld. Corporate executives 
cannot achieve their larger goals without general acceptance the 
corporation instrument free society." 

other words, when are challenged with respect 
their policies, goals, and, indeed, their very existence know 
today, business will danger losing its autonomy presumably 
through increased federal regulation unless firms are prepared 
reply such challenges presenting answer which includes 
sincere philosophy that will "widely and earnestly 
society. 

coincidence, publicity release which received today also 
relevant what have been trying say. Management Looks 
Philosophy, the release states part: 

"At the Eighth International Meeting the Institute Management 
Sciences the Palais Congres Brussells, Belgium, next August 
new Managerial Philosophy will begin 
concentrate research activities the philosophical foundations 
scientific management. This new move philosophical directions was 
initiated Dr. Walter O'Donnell, Professor Management the 
School Business Administration the University Massachusetts 

"The most general objective the new College Management 
Philosophy help ensure continued human and social betterment 
through reinforcement the vitality and effectiveness the formal 
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organizations liberal, pluralistic, industrial society. Studies 
will range through such formal disciplines the philosophy 
science, social and moral philosophy, logic, scientific axiology, and 
relevant aspects the economics, sociology, 
anthropology, and social psychology. The various philosophies 
management will studied, working towards synthesis 
more clearly defined human and social values democratic 
industrial system. thought that more intensive and continuous 
research and exchange ideas these fields inquiry will 
eventually produce more clear-cut normative directives for enlightened 
scientific management. 

"Commenting the new development The Institute Management 
Sciences, Dr. O'Donnell stated, 'The search for defensible 
philosophy corporate management democratic societies already 
progress. new moral and social sensitivity developing 
managerial circles where social ethic needed professionalize 
management. Confronted with the obscurity and confusion attending the 
values and value judgments operative administrative processes and 
managerial decisions, managers and management 
scientists, increasing numbers, are beginning explore more 
systematically the normative elements and philosophical foundations 
the emerging profession scientific 

recap, the corporation does not put much more effort into 
placing its existence, policies and goals firm, acceptable 
philosophic foundation, addition supplying purely economic 
explanations, this will likelihood done and done with 
relatively unsatisfactory results far the business 
concerned some extra-corporate entity such the government. 
not think such potential result should dismissed theoretical 
speculation. 


With best wishes, 


William Falcon, Editor 


that underlies the major economic policies the new Administration. 
This task has been made relatively easy the policy statement sub- 
mitted the Council Economic Advisers the Joint Economic 
Committee. 

The essential point the Council’s theory that, quite apart from 
the recession, there increasing slack our economy; there grow- 
ing disparity between actual and potential output; short, America 
faces problem secular stagnation. The Council informs that 
“the problem unused potential becomes continually more urgent.” 

But what the large and growing gap due to? The basic reason, 
are told, that there has been retardation investment. proceed 
increase both private and public investment sufficiently, our economic 
potential will itself rise more rapidly. According the Council, the 
rate advance that our economy now achieves when operates full 
employment 314 per cent per year. This rate will higher invest- 
ment carried out larger scale. 

How substantial the evidence support the Council’s diagnosis 
the state our economy? One piece evidence cited the Council 
the progressive decline business-cycle expansions the postwar 
period. The expansion 1949-53 lasted months. The expansion 
1954-57 lasted months. The expansion 1958-60 lasted months. 
other words, successive upswings have been progressively shorter, and 
this symptom noncyclical secular slack. 

Since the expansion 1949-53 clearly abnormal case, because 
was dominated the Korean War, best put aside. 
are then left with the fact that the most recent business-cycle expansion 
was shorter than its immediate predecessor. There nothing remarkable 
about this fact. itself surely provides little reason expect 
fear secular stagnation. 

The Council cites, however, another piece evidence namely, that 
the rate unemployment measured the business-cycle peaks 1953, 
1957, and 1960, rising. However, I’ve just noted, the peak 1953 
was wartime peak activity. true that the unemployment rate was 
appreciably higher 1960 than 1957. But one instance higher un- 
employment itself gives fragile support the generalization that 
successive upswings are becoming weaker the theory that the gap 
between actual and potential output has distressing upward trend. 

The Council presents still third piece evidence. This takes the 
form direct measurement the gap between actual and potential 
output. 

Quarterly figures the gross national product, adjusted for changes 
the price level, are taken measure actual output. Potential 
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output then measured curve which starts the level the 
actual output mid-1955. This curve moves forward time 
annual rate increase per cent, and moves similarly back 
1955- 

Why, may asked, does the curve depicting potential output start 
the middle 1955? True, the unemployment rate was about per 
cent mid-1955 and actual output may therefore taken equal 
potential output that time, according the Council’s definition 
“reasonable target for full utilization But any one 
several quarters dates could have served just well for 
the starting point the per cent curve potential output. 

The results, however, would have been very different. the curve 
had been started the second quarter 1947, when also had 
full-employment output the Council’s criterion, the gap $32 billion 
1960 would have vanished. fact, actual output would have ex- 
ceeded our potential more than billion. 

plain from these calculations that merely vary the starting 
point the 314 per cent curve, can easily draw more encouraging 
picture the recent past than the Council has drawn. 

Thus far have followed the Council assuming that our potential 
output has been growing 314 per cent annual rate. not question 
the plausibility this figure, but neither would question the 
sibility somewhat lower somewhat higher figure. The Council 
has not described the precise derivation its 314 per cent growth rate. 
seems clear, however, from what the Council does say that did not use 
method that particularly appropriate its own economic logic. 
assumed that full-employment output exists when the unem- 
ployment rate per cent, then every figure the gross national 
product times when unemployment this level must express 
full-employment output. Unhappily, however, numerous pairs such 
figures can found the postwar period, and some pairs yield 
growth rate less than per cent while others yield higher rate. 

would urge two things. First, theory which has such slender 
foundation experience must viewed somewhat skeptically. Second, 
there better explanation what happened between 1958 and 1960 
than offered the neo-stagnation theory. Let note that economic 
recovery proceeded very briskly until the spring 1959. But soon 
thereafter sharp retardation economic growth set in. 

Many factors undoubtedly contributed the unsatisfactory character 
the business-cycle expansion from 1958 1960, but believe that 
three developments were decisive. First, period little more than 
year, had turnaround [away from deficit] Federal finances 
about $24 billion. Second, the fiscal restraint general economic ex- 
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pansion was accompanied indeed preceded tightening credit 
conditions. Still third factor was the protracted steel strike the 
second half 1959. The early onset recession was due special 
factors, factors kind that need not repeated, rather than 
some permanent growing weakness our economy. 

The problem recovery that face not very different from that 
which faced 1949 1958. Full employment may well 
reached some fifteen eighteen months from now. think would 
courting inflation and gold crisis now arranged new govern- 
mental spending programs that they would mature when the economy 
already advancing without them. 

Once aggregate spending sufficient maintain full employment, 
the rate economic growth must depend primarily the rate 
which economic efficiency increases. Efficiency and productivity are un- 
doubtedly promoted some types investment, but they can also 
often promoted without any additional outlays even with reduced 
outlays. 

Although see considerable merit many the proposals that the 
President has advanced for dealing with the recession, not able 
accept without some reservations the view that greater Federal invest- 
ment education, health, housing, research, and resource develop- 
ment desirable the interest accelerating the nation’s long-term 
economic growth. think that some these types expenditure may 
justified grounds social welfare and that others may justified 
grounds economic efficiency, but fail see how all them can 
accelerate the nation’s long-term economic growth merely because 
now them investment. 


THE COMING MONTHS, Congress and the Kennedy administration 
will face the most crucial struggle over U.S. trade policies since the 
Reciprocal Trade Agreements Act became law 1934. The act itself 
not for renewal until next year, but the battle lines are now form- 
ing. 

Protectionist sentiment getting added boost from the recent 
imbalance our international payments and from the chronically 
depressed areas around the country where unemployment has persisted 
recent years even when the business cycle was its boom phase. 
Against this background the Senate recently took giant step the 
direction greater economic cooperation with our allies approving 
our membership the Organization for Economic Cooperation and 
Development. Scheduled start formal operations next September 
(after ratification least fifteen nations), OECD the first serious 
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attempt build economic complex free nations equal the task 
closing the gap” between the so-called “have” and 
“have-not” areas the free world. Here potentially the most im- 
portant economic bloc the world. 

But obviously any retreat the United States from the principles 
expanding multilateral, nondiscriminatory trade could ruin OECD’S 
chances achieving its major objectives right the start. Protectionist 
barriers erected around the U.S. import market are bound invite 
sharp retaliation from OECD members. They will also affect the willing- 
ness the other OECD members shoulder greater share the aid 
burden the less developed areas the free world. 

Unless devise program that can negate the appeal protec- 
tionism businesses hit concentrated imports, the Communists may 
able dictate the terms economic survival key nations Latin 
America, Africa, and Asia. The United States now buys about quarter 
everything these nations export. The dollars they earn from give 
them amount invest development three times greater than the 
dollars loan and grant them economic aid. would unrealistic 
believe that Congress could pass aid bill large enough compen- 
sate for any substantial decline trade. 

early February, President Kennedy told Congress that protection- 
ism was answer our adverse balance international payments, 
and urged export drive earn more dollars. But are still 
waiting for him recommend support positive legislative approach 
the very real problem those who are already being seriously hurt 
concentrated import competition. 

company with other Senate colleagues, have proposed two bills 
head off the coming conflict over trade policy. One measure 
stimulate exports; the other would help workers, businesses, and com- 
munities that are seriously disrupted import competition. 

The proposal stimulate exports calls for the creation Council 
for Export Promotion, under the chairmanship the Under Secretary 
Commerce. The Council would augment, co-ordinate, and publicize 
the government’s various services the U.S. exporter. The proposed 
legislation also strengthens the authority the Export-Import Bank 
make short- and medium-term export credit guarantees against both 
political and commercial risks. 

More difficult but equally important the form that legislation 
should take help workers, business firms, and communities adjust 
economy where foreign trade plays increasingly important role 
every year. The solution propose based the principle trade- 
adjustment assistance, which endorsed leading economists and 
key segments management and labor. recognizes the Federal 


responsibility help workers and those injured the 
national interest developing multilateral nondiscriminatory trade 
the cornerstone U.S. foreign economic policy. 

Under proposed legislation, Federal loans and tax incentives 
would available individual businesses and communities that could 
prove hardship result concentrated import competition. Money 
would available retrain and relocate workers. Unemployment pay- 
ments could extended and early retirement under Social Security 
would possible. Businesses failing regain their competitive position 
could helped diversify undertake new line production. 

With trade-adjustment assistance, the Federal government could help 
individual firms and communities without according blanket protection 
whole industry. addition, bill would permit the President 
limit additional tariff quota protection recommended the Tariff 
Commission seven years, during which time could reduced 
gradually. 

There growing bipartisan support for this approach both 
Houses, along with growing recognition that the President must play 
more active role this special area are remove the major 
threat the continuation the broad trade policies this country has 
followed successfully for nearly generation. Such legislation may 
highly complex and may highly controversial. But urgently 
needed head off really damaging struggle over present U.S. trade 


policy. 


THE SPECIAL RULES which the Supreme Court has laid down governing 
the roles the judge and the arbitrator merit close attention. begin 
with, the Supreme Court views the collective bargaining agreement 
something more than contract that is, “generalized code,” 
“effort erect system industrial self-government.” Thus, ar- 
bitrator who has been chosen settle “all disputes” arising from the 
terms the contract renders decisions which form the “common law” 
the plant. This what the parties have created the contract, ac- 
cording the nation’s highest tribunal. 

the labor agreement specifies that arbitrator will decide the 
preliminary question whether this dispute one which should 
arbitration, then this will adhered to. But where the labor agree- 
ment silent this point, and one the parties brings the issue 
the courts, the courts that will decide the preliminary question 
arbitrability. 

court must ask: can said with positive assurance that the 
arbitration clause not susceptible interpretation that covers 
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the asserted dispute? The court reminded that applying this test 
[concerning whether dispute arbitrable] should resolved 
favor coverage” the arbitration clause. Once this question has 
been answered, the court has fulfilled its role determining arbitra- 
bility. The Supreme Court indicates that any other approach would 
raise the possibility that the courts would interfering with the 
bargaining relationship the parties. 

Some legal critics have expressed puzzlement concerning this ration- 
ale. They are concerned that the application these rules themselves 
could considered interference with the rights the parties 
contract freely. These critics point out that even though one the 
parties denies that contracted arbitrate specific dispute may 
now forced arbitrate. this party’s contention that did not 
agree arbitrate the dispute true, then the new rules might work 
compel party arbitrate what had voluntarily refrained from 
contracting do. 

The Supreme Court also laid down precepts guide the 
investigation awards determine the arbitrator exceeded his 
authority. these, three are noted here: 

The proper action for court refuse give new considera- 
tion the merits the case. mere inference that the arbitrator may 
have exceeded his authority making award not sufficient reason 
for refusing enforce it. 

Because arbitrator not obliged issue written opinion 
support his award, court decisions which inquire into the merits 
arbitration award might tend discourage the arbitrator from 
handing down “supporting opinions.” 

Although the arbitrator may look for guidance from many sources, 
must draw his award “from the essence the agreement,” not the 
specific language. 

Before rendering his decision, the arbitrator should take into con- 
sideration these factors: (a) Custom and practices the factory, 
reflected the particular agreement. (b) Effect the decision 
productivity. (c) Its consequences the morale the shop. 
Whether tensions would heightened diminished this decision. 

Management reaction this doctrine was mixed. Some management 
men have expressed the belief that, view the expanded role which 
the courts must now accord arbitration, companies wishing chal- 
lenge the arbitrability grievance would better bring the issue 
before arbitrator, not before the courts. Other executives favor 
limiting arbitration the insertion clause specifically excluding 
certain matters from the scope the grievance 
procedure. 


| 


More alarming the eyes some management executives than the 
rules laid down governing the jurisdictional battle between judge and 
arbitrator the high court’s application these rules the area 
management rights. Many companies have taken the position that 
management rights clause not necessary part labor agreement. 
These companies lean for support what called the rights” 
theory. Under this theory, management presumed have retained 
all rights governing the conduct its business that are not limited 
the labor agreement. 

The nation’s top court defines management rights only those 
“over which the contract gives management complete control and un- 
fettered discretion.” For company prove that has retained 
management right, the high court insists that the exclusion specific 
management right from the grievance procedure embodied either 
the labor agreement itself collateral agreement. absence this, 
only “the most forceful will deter the operation the griev- 
ance procedure handling grievance involving claimed manage- 
ment right. 

Although number decisions which apply the Supreme Court 
rules have been handed down state and lower federal courts, even the 
most astute observer the field cannot sure just what their full 
effects will be. Before this can known, must await still more 
decisions which might amplify limit the doctrines declared the 
Supreme Court. 


THE PROCEss innovation which science translated through 
technology into the economic life society poorly understood. How- 
ever, the free-enterprise system must master it, the system meet 
the serious challenges the and survive. 

The crucial element our problem giving spur economic 
growth today the time factor imposed the quickening pace tech- 
nology. Time importance arises not because are race “keep 
ahead the Russians,” but because are danger being overtaken 
our own obsolescence. face this risk because the dispersed de- 
cision-making process the free society requires longer lead time for 
maneuvering room. 

The problem essentially one organizing master the process 
innovation. Most the components are available. mainly question 
how couple them efficiently achieve procedure that will 
maximize the impact science and technology the economy 
free-enterprise system without sacrifice its advantages. 

The task not discovery, invention, economic growth per se, but 
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the mastery the process innovation through which science and 
technology are transformed into goods and services. 

The essence the innovation-management technique that once 
goals have been set, needs can determined. Out the diagnosis 
needs, necessary actions meet requirements can prescribed. These 
stimulants the economy may simply the use well-known 
measures, such the alteration tax controls and interest rates. 
the other hand, the diagnosis may show that certain areas research 
and invention should stimulated. 

The goals for science and technology can set many ways, from 
the do-as-you-please method the rigidly controlled practice the 
communists. one end the spectrum the completely “unfettered” 
one which the scientists and inventors are free from all restraint, 
Their goals are dictated their own curiosity and interest regarding 
the phenomena the world. This may may not meet the national 
needs. Another way may called the the fad” method. When 
breakthrough occurs certain scientific field, usually highly 
publicized, and funds for research and development are poured into the 
breach. Young scientists are quickly attracted the area and frontiers 
are pushed forward. With our limited pool skilled manpower and the 
long lead time required for training, can afford new major scientific 
fad every few years? 

third approach exemplified report released last October 
the Sciences Committee NATO which was recommended that 
the Atlantic community nations enhance the magnitude and 
effectiveness their own efforts science and technology.” The report 
suggested that the goal all western nations should allocate 
per cent their gross national product basic scientific research and 
2.0 per cent applied research and technology. This “rule-of-thumb” 
method setting goals widely practiced. Its principal virtue appears 
that avoids the painful process thinking through the details. 

Let examine what the innovation management approach might do. 
must assume that nation does have certain strategic goals, either 
stated implied. While the number possible economic growth rates 
large, can narrowed few feasible alternatives. These turn 
can reduced policy considerations certain desirable alternatives, 
and finally the preferred course action may selected. This process 
narrowing the alternatives basis for decisive action has been made 
the subject for research. The application the technique assumes that 
there someone who will make decisions, set the goals, formulate the 
policies, and select the course action, and that will these things 
the basis strategic information supplied. Our executive branches 
government are not now organized perform these functions. 


One the missing elements the economic diagnostician. There are 
many economic experts, but few expert diagnosticians. The diagnostic 
survey would not confined single industries single nation, 
but would take into account all available technological resources and 
information available the scientific community well the in- 
dicated trends the “state the art.” The objective would relate 
the findings and suggest feasible courses action. 

After goals have been set, needs ascertained, and the preferred course 
action chosen, are position attack the problem focussing 
the effort science and technology the desired direction. The prob- 
lem more tractable individual industrial firm. Perhaps can 
gain insight there, can see how might applied the economy 
the more sophisticated companies the function the 
research organization deliver certain amount technology each 
year. For this need know what the best estimate the promise 
technical success each proposal consistent with known economics 
and the state the art. the sponsor industrial research, time 
important element. The project that likely finished first 
preferred. The financial obligation assumed pursuing research 
project represents the magnitude the risk involved. Also, the research 
director must seek expert advice the competitive situation and the 
market opportunities for potential products well the rate ob- 
solescence existing products. The research manager must seek advice 
the size the potential market and the share that can expected 
result the selling effort, well the possible offsetting effect 
sales losses through product replacement. The major point em- 
phasized that all parts the management firm must participate 
the decisions. achieve this requires precise coupling and feed- 
back all along the line from research through development, engineering, 
manufacturing, distribution, and marketing. 

The decisions required for this efficient coupling free-enterprise 
system are diverse and complex, depending they the 
interpretation strategic information, that would almost im- 
possible for highly centralized authority make them. The great 
challenge devise organization that can this and still retain 
the power free enterprise. 

are improve our economic prospects for the future must 
learn how diagnose the troubles and the needs sufficiently advance 
generate appropriate actions and bring the power combined 
talents bear the problems. must able gather and analyze 
the necessary information and come quickly agreement the 
objectives action and the ways and means achieve those objectives. 
Our political, industrial and intellectual leaders must come under- 
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stand the value the innovation process and how organize for its 
effective use, are exploit the full potential science and 
technology. The ability organize and work harmony toward 
common objectives the great challenge the free-enterprise system 
and its leaders today. 
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DEPRESSED AREAS are created number factors and show highly 
varying characteristics. Four such factors are: the inadequacy the 
rate growth total demand, changes methods production, 
movement production centers and rapid shifts the composition 
demand. 

Let investigate the inadequacy the growth total demand 
relates the auto industry. every year since 1955, except 1958, per 
capita disposable income (income after taxes), measured constant 
dollars, has risen; but the rate growth during this period has been 
less than for the period between 1947 and 1953. Had risen two and 
one-fourth per cent year rate slightly less than the 1947-53 
per capita disposable income would have been about three and one- 
third per cent higher 1960 than was fact. This would have added 
$12 billion total disposable personal income. Such higher figure 
would not necessarily have meant increase auto sales sufficient 
wipe out unemployment auto producing centers. But the problem 
would have been considerably alleviated. 

The second source depression illustrated the case the old 
automobile and steel centers the change methods production; 
this technological advance results the displacement production 
workers machines. very real sense, this problem cannot 
appraised except the context the demand for the products involved. 
For the economy whole, expect that productivity will advance 
about two per cent per year. unemployment not increase, total 
demand will have rise enough allow for the increase the labor 
force, well for the increase productivity. 

third source depression the movement production centers. 
case point the wholesale removal textile manufacturing from 
New England the South. the whole, this mobility capital 
wholesome aspect the nation’s economic life. Industrial relocation 
has been widespread recent years that must conclude that most 
these movements have been response significant and real dif- 
ferences costs. Moreover, must conclude that such movements 
have been the best interests the economy whole, even though 
specific instances they have left behind large numbers unemployed. 

fourth factor the rapid and drastic shift the composition 
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demand which characteristic our dynamic economy. Such shifts 
are the counterpart changes production techniques and are 
aspect economic progress, but its by-product often declining in- 
dustries. 

The depressed rural areas represent different state affairs from 
that found depressed industrial communities. The focus this prob- 
lem not localities but extended geographical regions. Moreover, 
the major factors which have produced depression industrial com- 
munities have not been the primary determinants rural depression. 
The fundamental source depression these rural areas lack 
capital. For many years both private and public investment tangible 
and intangible forms has been inadequate provide the gains pro- 
ductivity needed keep pace with the rest the national economy. 

All the depressed areas have one common characteristic relative- 
high degree immobility the people who are unemployed 
underemployed. Reducing this immobility not easy undertaking, 
but all likelihood, essential the depressed area problem 
overcome. 

The barriers greater mobility labor can grouped into two 
major categories. the first category there are (1) lack the financial 
resources required move one’s family new location; (2) lack 
skills for different job; lack knowledge about job opportunities 
other lines work and other parts the country; and (4) the 
possible loss furlough, unemployment benefits and pension rights. 
the second category are all the nonpecuniary considerations attach- 
ing family location, even the face dwindling economic op- 
portunities. 

first step, then, would enlarge the activities and responsi- 
bilities the state employment services. addition providing in- 
formation about job opportunities, these agencies should empowered 
provide financial assistance those relocating and retraining. They 
should also facilitate the social adjustments that families must make 
when relocating. unlikely that the states can would undertake 
such program without assistance from the federal government. The 
question how provide greater federal aid without removing pri- 
mary responsibility from the states should major concern any 
federal program for area redevelopment. 

Current depressed-area legislation will most effective marginal 
and declining areas that need only relatively modest help make 
economic comeback. But unless are prepared disregard the major 
factors causing areas depressed, the legislation should thought 
depressed-area legislation cannot, itself, increase total demand 
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full employment level. All can modify somewhat the impact 
shifts demand, technological changes and migration in. 
dustry. Indeed, should not aim more. Some fear that the sub. 
sidies provides would tend obscure sound business judgment the 
selection plant sites. The result, they say, will some alleviation 
depression the areas receiving federal aid the cost misallocation 
resources and lower productivity than otherwise would attained 
much larger area the economy. 

Basic any solution the depressed area problem providing and 
maintaining full employment level for the economy whole. There 
little sense increasing the job mobility the unemployed work 
opportunities whole are inadequate meet the expansion the 
labor force and its growing productivity. Nor should wish sub- 
sidize the movement industry into today’s depressed areas the cost 
the creation new ones. The attack depressed areas, there- 
fore, should employ general fiscal and monetary measures well 
whatever specialized devices may developed. 
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deserves called “confused nonsense,” per- 
haps the confusion can reduced distinguishing the different ques- 
tions which businessmen and their critics are trying answer. Perhaps, 
what being said makes sense, comments are clearly addressed one 
problem rather than proposed panaceas for all problems. 

There are least three distinct problems that get mixed con- 
versations and writings about “Business You never know, when 
man expresses interest whether trying keep one 
jump ahead the prosecutor, (2) whether craves wisdom for 
complex decision, (3) whether seeking salvation. 

The avoidance punishment, the quest for wisdom, and the yearn- 
ing for salavation are, all them, time-honored objectives; but there 
reason believe that they will not all achieved the same meas- 
ures. For brevity’s sake, let call the solution the problem public 
regulation “the right”; the wise decision complex situation “the 
good”; and salvation “the One and the same action seldom 
achieves anything that can equally well called “good,” and 
“holy.” 

The avoidance punishment explains the origin ethics self- 
regulation most trades and professions. Under the threat hostile 
regulation, tradesmen organized and adopted code ethics. 

Business Ethics for the purpose avoiding punishment tends 
propagandistic and hypocritical. find “the right,” trade must ex- 
amine the demands that various segments society are making upon 


it. “The right” will not identical with all these demands, because 
the public does not speak with one voice. Furthermore, the trade group 
fights back with negotiation and persuasion, securing many cases 
modification demands. Compliance with the resulting code ethics, 
well compliance with law, the condition doing business. 
the condition for enjoying certain privileges that are reserved for 
businessmen, most particularly, freedom from constant an- 
noyance and interference. 

What has happened many industries combination public 
policing and “private” self-regulation. When businessmen think about 
“ethics” relation the problem regulation, they are trying see 
themselves others see them. They are anticipating adverse reactions 
their own behavior and internalizing least some the demands 
the community. 

The quest for wisdom complex decision-making addresses prob- 
lem that quite different from the problem avoiding punishment. 
This source “Business Ethics” typically becomes prominent 
later date than the first crises over governmental regulation. the 
chief problem thousands in-service training programs today. Their 
béte-noir the over-specialized skill that blinds man all but one 
set values. Thus, accountants and engineers strive for some apprecia- 
tion the values that are sensed lawyers and personnel managers, 
and vice versa. 

Businessmen who maximize benefits and minimize costs (achieve 
not necessarily solve the problem regulation (achieve 
right,” far the public concerned). Marvelling their own in- 
sights, businessmen sometimes assume that the soundness their deci- 
sions automatically satisfies the demands the public. They talk about 
being “responsible” and expect longer harassed antitrust 
suits, inspections, and what not. is, perhaps, easier recognize the 
confusion when begin with “right” conduct and jump the con- 
clusion that wise conduct (meaning productive good results). 

The third source Ethics” yearning for salvation. The 
desire for salvation not identical with the quest for wisdom. 
presentation the standards wisdom usually leaves the salvation- 
seeker cold. The salvation-seeker has moral problem that not solved 
keeping out jail and doing reasonably good job managing 
complex purposes. will settle for nothing less than Values with 
capital 

Take the ethical standards advertising example. From the 
standpoint avoiding punitive regulation, “truthfulness advertis- 
now means “believeability.” From the standpoint wisdom, 
means intelligent mediation between lot highly specialized 
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scientists, engineers technicians, the one hand, and lot 
organized, preoccupied and more less ignorant customers, the 
other hand. But neither these meanings likely 
satisfy the salvation-seeker. What means not manner 
acting but kind “being.” 

When the problem salvation has been solved, the Elect add the 
confused nonsense “Business Ethics” trying find some necessary 
connection between the Holy and the Right and the Good. They may 
assert that the Holy more righteous than ordinary right and better 
than “the good” the usual sense goodness. The latter confusion 
exemplified theologians who try glorify the works religion 
denigrating economic and political institutions. was Reinhold Nie. 
buhr, spokesman for religion, who pointed out the fallacy the latter 
reasoning that however imperfect earthly organizations may be, their 
failure provide objects worship does not imply that one good 
bad the other. 

cating that businessman indifferent contrasts and conflicts be- 
tween the right, the good and the holy. All saying that “Busi- 
ness will not get beyond nonsense,” unless the right, 
the good, and the holy are recognized answers three separate and 
distinct questions. 
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WHAT MUST UNDERSTOOD that it’s not the doctors that have been 
much criticized lately their political leadership. The sad fact 
that the doctors, they are represented organized medicine, have 
become isolated group. More than that, they have become militant. 
their organized political activity they have taken the mantle 
crusaders for the preservation free enterprise and the capitalist system. 

year back, organized medicine had not yet changed its line from the 
viewpoint that government money was necessary its present 
fervid embrace government aid for the indigent and medically in- 
digent, those relief close it. This provided for the Kerr- 
Mills bill that was passed Congress last fall. has been suggested that 
became politically expedient for the AMA back this limited degree 
intervention forestall more ambitious government intervention. 

any event, the great issue right now how medical care for the 
aged financed. you know, the national Administration and 
apparently the vast majority the states not believe that the 
Mills bill sufficient program. The Administration has proposed 
bill recommending that the payroll tax under Social Security used 
the method for partially assisting the aged meet their medical ex- 


penses, that is, for certain inpatient hospital services, outpatient hospital 
diagnostic services, home nursing and skilled nursing-home services. The 
opponents this position, principally organized medicine, would leave 
public assistance. This will the battleground for what may 
the biggest domestic political fight the year. 

The conflict gets underway before you get into legislative details. 
begins with basic difference over the urgency the problem. and 
large, organized group, the doctors downgrade the problem 
(though this not the case with individual doctors when approached 
for their private views). the other hand, welfare specialists, university 
doctors, political scientists, journalists the field, and sociologists em- 
phasize the urgency the problem and have been notably successful 
persuading the platform writers and the leaders each party this 
urgency. The top spokesmen the AMA have the recent past derided 
the notion that financing the elderly’s medical care was problem all, 
and, while now conceding that is, contend that its urgency vastly 

The realities are what should interest us. begin with, one 
denies that the relative numbers the aged are increasing, thanks 
above all the doctors. The dispute begins over the elderly’s resources 
and needs. The latest survey Social Security’s aged beneficiaries 
revealed that aged couples undergoing hospitalization during the 
year (and between and 12% are hospitalized annually) half had 
medical bills over $700 more than the cost modest food 
budget for year. Illness the main cause pauperization among the 
elderly. Indeed the biggest remaining single threat financial 
disaster for all us. 

Now until about year ago, was widely contended that the 
private health insurance movement would relieve this problem our 
senior citizens. But this contention seldom advanced seriously any 
more. Government and industry studies attest the really amazing 
growth health insurance coverage since World War II, but also the 
fact that our senior citizens are conspicuously passed this growth. 
The technology production now advanced that today only 
third men sixty-five and older are needed the nation’s work force. 
the turn the century, more than two thirds them continued 
this work force. This means that they are unemployed and retired and, 
with limited income resources, are hardly position buy health 
insurance from the commercial insurance carriers. One cannot expect 
these companies offer premiums within the reach the aged, whose 
above-average incidence disability fact necessitates much higher 
premium rates than for the rest us, the coverage and benefits 
amount anything all. 
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Blue Cross plan after plan abandons community rating and turns 
the experience rating characteristic the commercial insurance car- 
riers, this leaves the aged increasingly untenable position. For 
risks their own rates must and up. the dilemma then 
vast and growing population retired elderly who cannot 
absorbed the nation’s work force, who live mobile, industrial, 
urban age when families are longer together under one roof 
earlier agricultural society, who have limited means but considerable 
illness, and only very limited health insurance coverage. 

accept the principle wage-loss compensation for those forced 
off the labor rolls owing age, the same token this same causal 
factor age brings with increased medical expenses, then those must 
met with the same objective mind, namely prevent the retired 
senior citizen from having public assistance after going 
rupt trying meet these expenses from his limited resources. This the 
philosophy behind the payment for health insurance via the con- 
tributory payroll tax during one’s active working years using the Social 
Security mechanism. 

contrast this the Kerr-Mills bill which passed last fall and 
which the AMA now thinks very highly of. This gives added Federal 
funds the states for their public assistance medical programs and 
assist new category, namely those not quite qualifying for public 
assistance through the conventional means test but who are considered 
medically indigent that is, liable relief owing the costs 
illness. 

The AMA contention that the use Social Security finance 
portion the retired medical care means socialism. Few in- 
dividual doctors subscribe this nonsense. The basic rejection the 
social security approach organized medicine ties with its role the 
defender private enterprise private business enterprise medicine, 
that is. Since the social security approach involves the principle the 
service benefit, where the beneficiary provided with the service itself, 
instead cash, some notion what the provider the service 
paid required. And here that come close the heart organ- 
ized medicine’s rejection the social security approach. The traditional 
method payment American medicine has been the unregulated 
private fee, usually varied somewhat according patient’s ability 
pay. What organized medicine must bring itself recognize 
that there simply must some modifications the time-honored, 
private, solo practice, fee-for-service system. must this the in- 
terest not much high standards practice and care but the 
interest the distribution medical services. The distribution problem 
greatest urgency the delivery service the elderly. 
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